
Livestock Animal Estray lnquiry

Summary of Matter
The Department of Livestock engages in estray activities related to animal sales. lf sellers cannot prove
ownership at auction, the sale proceeds are retained by Livestock. The sellers have two years to prove
ownership and receive the sale proceeds. Any proceeds unclaimed after two years preeminently revert
to the State.

Historically, Livestock has accounted for this activity in a non-budgeted state special revenue fund
(specifically, fund 08040). Per memo communication from LAD to Livestock (dated 716/2OL6l, LAD
believes that MOM Policy 302, section Vl directs agencies to record such activity in an agency fund.
After review of MOM Policy 392, Livestock initially determined that it would be appropriate to use an
agency fund. Upon further consideration, Livestock determined that a private purpose trust fund would
be more appropriate for their situation (fund 08680 was created in response). The private purpose trust
fund is used to account for amounts that will revert to the claimants, while the non-budgeted state
special revenue fund is used to account for amounts that will revert to the State.

Determination
MOM Policy 392 defines escheat property as property that will revert to a governmental entity in
absence of legal claimants. The policy provides two options for reporting such activity:

1. Report the activity in the fund in which the property will ultimately revert to, with a liability for
the amount that is estimated to be distributed to parties external to the State

2. The activity is reported in multiple funds:
a. The portion of the property that is estimated to revert to the State is reported in the

fund it will ultimately revert to
b. The portion ofthe property that is estimated to be distributed to claimants is reported

in a private purpose trust fund
c. The portion of the property that is estimated to b€ distributed to outside parties is

reported in an agency fund

The statements listed in the summary of matter section, above, appear to meet the escheat property
criteria. Therefore, it is appropriate for Livestock to report the activity using either of the methods
outlined in MOM 392 (and summarized above).

Resources
o MOM Policy 302 - Governmental Accounting Overview
. MOM Policy 392 - Accounting for Escheated Property
. GASB 21 - Accounting for Escheat Property
. GASB 34 - Basic Financial Statements-and Management's Discussion and Analysis-for State

and Local Governments
. GASB 37 - Basic Financial Statements-and Management's Discussion and Analysis-for State

and Local Governments: Omnibus
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392 Accounting for Escheated Property

l. Purpose

This policy covers statewide accounting procedures for escheated property

ll. Scope

This policy applies to all state agencies and institutions, excluding community
colleges.

Ill. Policy - Accounting for Escheated Property

A. lntroduction

This section sets forth the statewide policy and procedures to account for
escheated property, as required by GASB Statement 21, Accounting for Escheat
Property and amended by GASB Statement 34, "Basic Financial Statements-and
Management's Discussion and Analysis-for State and Local Governments" and
GASB Statement 37, "Basic Financia! Statements-and Management's Discussion
and Analysis-for State and Local Governments: Omnibus'. This policy
establishes standards for the fund type to be used to report escheat property and
for reporting activity and balances related to escheat property.

An escheat is the reversion of property to a governmental entity in the absence of
legal claimants or heirs. Property escheats from the estate of a person who dies
intestate without any known or discoverable heirs at the time the estate is settled.
For the purposes of this policy, escheat property includes abandoned and
unclaimed property. Abandoned and unclaimed propefi results from the failure
of a person who is legally entitled to property to make a valid claim against the
holder of the property within a prescribed period of time.

B. Accounting for Escheat Property

Escheat property is classified as follows:

. Property that will be paid to heirs or beneficiaries

. Prope0 temporarily held for other govemments
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. Property that will revert to the State of Montana in the absence of rightful
heirs or claimants

There are two permissible alternatives that can be used to accounl for escheat
property:

. Alternative #1: All three categories of escheat property are accounted for
in the governmental or proprietary fund to which the property ultimately
escheats, and any estimated amounts due to other parties (other
governments or claimants) would be reported as a liability of the fund or

. Alternative #2: First the estimated portion of the escheat property for all
three categories that is expected to revert to the State of Montana is
accounted for in the governmental or proprietary fund to which the property
ultimately escheats and second, the balance of the amount of the escheated
property that is due to other parties is accounted for in an agency fund (for
property temporarily held for outside parties) or a private-purpose trust fund
(for property expected to be distributed to claimants)

Agencies are requested to review their escheat property funds. For any escheat
property fund in which both the property that is not expected to be paid to
claimants and an estimate for amounts that will be paid to claimants is accounted
for, agencies are required to follow Alternative #1 .

lf an agency prefers to record the escheat transactions and balances in a fund
separate from the fund the property ultimately escheats to, then the fund used to
record the escheat property should be of the same fund type as the one the
property ultimately escheats to. For CAFR reporting purposes the two separate
funds will be repo(ed as one fund.

A private-purpose trust fund may only be used to account for escheat property
that will not revert to the State of Montana.

1 . Recording escheat property in a governmental or proprietary fund

a. When escheat property is added to a governmental or proprietary fund,
revenue should be recorded in the "Escheated revenue" account range
(5815XX). Any transaction recorded in the escheat revenue range should
always be coded using the current Program Year in SABHRS. Escheat
revenue should be reduced and a governmental or proprietary fund liability
reported to the extent that it is probable that escheat property will be
reclaimed and paid to claimants. The liability should be recorded in
'Property held in trust" liability accounts (2504 or 2504A). The estimated
liability should be updated each fiscal year-end.
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2. Recording escheat property in a private-purpose trust fund

a. \A/hen escheat property is recorded in a private-purpose trust fund,
revenue should be recorded in the "Escheated revenue" account range
(581sXX). Any transaction recorded in the escheat revenue range should
always be coded using the cunent Program Year in SABHRS.

b. When escheat property is paid to claimants from a private-purpose trust
fund, an expense should be recorded in the "Disbursement from private-
purpose trust funds' account range (67550€7599). private-purpose trust
funds should not record any balances in the "Properg held in trust" liability
accounts (2504 or 250/.A), as the use of a private-purpose trust fund in
itself is considered sufficient to demonstrate the ultimate disposition of the
fund's resources.

c. Private-purpose trust funds may only be used to record amounts held in
trust for external parties. Therefore, it is not permissible to record
escheated property in a private-purpose trust fund and then transfer the
unclaimed portions to the governmental or proprietary fund to which the
property ultimately escheats. The balances that are expected to escheat
to the State of Montana should be recorded direcfly in the fund to which
they ultimately escheat.

d. lf a legal requirement dictates that a private-purpose trust fund must be
used to record escheat property that is expected to escheat to the Stiate of
Montana please notiry the State Financial Services Division. This will be
considered a legal versus GAAP conflict. As long as the conflict exists, the
transactions should be accounted for on SABHRS in accordance with the
legal requirement, however, for CAFR reporting purposes the State
Financial Services Division will include the activity and balances of the
private-purpose trust fund with the appropriate fund type.

e. The sample entries detailed below assume the escheat property will not
revert to the State of Montana and is recorded in a private-purpose trust
fund. All entries should be made in the Actuals Ledger.

To record the receipt of escheat property (assumed to be cash in this
example)

Debit 1104 Cash in treasury 50,OOO

Credit 5815XX Escheat revenue (use cunent Program 50,000

To record payments to claimants

Debit 67550- Disbursement from private-purpose 10,000
67599 trust fund

Credit    l104   Cash in treasury                  lo,ooo
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